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India Inc’s operating profit margins seen at 18.2-18.5% in Q1 FY2026: ICRA
e Interest coverage ratio to improve to around 5.1-5.2 times in Q1 FY2026

Rating agency ICRA forecasts India Inc’s operating profit margins (OPM) at 18.2-18.5% in Q1 FY2026, following the
sequential recovery over the past few quarters. This, coupled with a moderation in interest costs, owing to the
recent repo rate cuts aggregating to 100 bps, will result in an improvement in the interest coverage ratio for India
Inc. to around 5.1-5.2 times in Q1 FY2026, against 5.0 times in Q4 FY2025.

Commenting on the trends, Kinjal Shah, Senior Vice President & Co-Group Head — Corporate Ratings, ICRA
Limited, said: “Given the uncertain global environment, ICRA expects the private capital expenditure (capex) cycle
to remain measured. However, certain sunrise sectors such as electronics, semi-conductors and niche segments
within the automotive space like electric vehicles will continue to see a scale-up in investments, in line with the
various production-linked incentives programmes announced by the Government of India (Gol). Further, entities
linked with the Indian Railways and Defence sectors would also see their large order books translating into revenues
and earnings.”

ICRA’s analysis of the performance of 589 listed companies (excluding financial sector entities) in Q4 FY2025
revealed 7.6% YoY revenue growth, supported by improved demand across consumption-oriented sectors like
consumer durables, retail, hotels and airlines as well as infrastructure-oriented sectors like power, real estate and
construction. On the other hand, sectors like iron and steel saw some decline, following lower realisations owing
to weak global demand and influx of cheaper imports from China.

India Inc. is expected to report stable revenue growth in Q1 FY2026 supported by resilient domestic demand - while
rural demand is expected to remain healthy, urban demand looks set to recover supported by income tax relief
and easing food inflation. Nonetheless, the ongoing geopolitical tensions continue to impact demand sentiments,
especially for export-oriented sectors such as agro-chemicals, textiles, auto and auto components, cut and polished
diamonds, and IT services.

Corporate India reported a YoY expansion in OPM in Q4 FY2025, by 63 bps to 18.5% reaching its peak since Q4
FY2022. The expansion was on the back of improved operating leverage owing to robust demand led by sectors
like power, airlines and real estate, coupled with some moderation in input costs. Moreover, on a sequential basis,
the OPM improved by around 41 bps in Q4 FY2025. The interest coverage ratio of ICRA’s sample set companies,
adjusted for sectors with relatively low debt levels (IT, FMCG and pharmaceuticals), improved on a YoY basis to 5.0
times in Q4 FY2025 from 4.8 times in Q4 FY2024 due to increased profitability. Range-bound debt levels coupled
with better profitability of India Inc. in FY2025 across industrial, capital goods and construction sectors led to an
improvement in gearing and total debt vis-a-vis operating profit before interest, tax and deprecation.

The recovery in the OPM for India Inc witnessed over the past quarters is likely to be sustained at ~18.2-18.5% in
in Q1 FY2026, supported by robust demand owing to improved consumer sentiments and softening of some input
costs like crude oil, coal and steel. Coupled with the expected decline in interest costs following the rate cuts, this
shall lead to an improvement in the interest coverage ratio to around 5.1-5.2 times in Q1 FY2026.
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reasonable care has been taken to ensure that the information herein is true, such information is provided 'as is' without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or otherwise
disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with the data,
analyses and/or opinions presented in this publication. All information contained herein must be construed solely as
statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its
contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your
newspaper/magazine/agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution of its
Press Releases for consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency. Today, ICRA and its
subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, with its shares listed
on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s Investors
Service is ICRA’s largest shareholder.
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